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Cryptocurrency impact of institutional investment on the cryptocurrency market. Using a

Decision-Making qualitative approach with semi-structured interviews involving eight

Investor experienced crypto investors, the research found that psychological factors

Market such as FOMO (Fear of Missing Out) and herd mentality significantly affect

investment decisions, with 87.5% of participants exhibiting both biases.
Although all participants (100%) were aware of the high risks of crypto
investments, there was a clear gap between risk awareness and the
implementation of adequate risk management strategies, with only 50%
using stop-loss orders and 62.5% still relying on informal, intuition-based
approaches. Portfolio diversification (87.5%) and dollar-cost averaging
(75%) were the most commonly applied strategies. Institutional investor
involvement has increased market legitimacy (100%) and stability (75%) but
has also raised concerns about higher correlation with traditional financial
markets (62.5%) and potential price manipulation (62.5%). This study
identifies a significant educational gap, particularly in risk assessment and
regulatory understanding, emphasizing the importance of financial education
and technological literacy in the cryptocurrency investment environment.
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1. INTRODUCTION

Cryptocurrency investment has become one of the most discussed topics in the financial world over
the past decade. Since Bitcoin was first introduced by Satoshi Nakamoto in 2009, cryptocurrency has evolved
from an experimental idea into one of the most traded asset classes globally. In 2021, the total market
capitalization of cryptocurrencies surpassed $2 ftrillion and is expected to continue growing with the
expanding adoption of blockchain technology [1], [2]. This has attracted attention from both individuals
seeking new ways to invest and large institutions that are beginning to add cryptocurrencies to their
portfolios.
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The growth of the cryptocurrency market can be understood through Modern Portfolio Theory
(MPT), traditional financial theories, and technology adoption models. MPT provides a framework for
understanding how cryptocurrency fits within a diversified investment portfolio[3], [4]. The low correlation
between cryptocurrency and traditional asset classes initially made it attractive for portfolio diversification,
potentially improving the risk-return profile of investors' portfolios. However, as institutional adoption
increases, these correlation patterns continue to evolve, necessitating further research.

Traditional financial theories assume rational decision-making, but behavioral finance recognizes
that psychological factors significantly influence investment decisions. Prospect theory explain why investors
may exhibit risk-seeking behavior in cryptocurrency markets despite high volatility[5], [6]. The
cryptocurrency market, with its extreme price movements, serves as a prime example of how fear, greed, and
herd mentality can drive market behavior beyond fundamental valuations.

Frameworks such as the Technology Acceptance Model and Diffusion of Innovation Theory help
explain the adoption patterns of cryptocurrency as both a technology and an investment instrument[7], [8].
The current cryptocurrency market represents the transition between early adopters and the early majority,
with significant implications for future growth prospects and market stability..

Although cryptocurrency offers promising potential, investing in it also faces various risks and
challenges. Extreme price volatility, regulatory uncertainty, and security threats are some of the main issues
that investors must contend with. Bitcoin's price volatility, for example, can reach as high as 10% within 24
hours, indicating significant market instability [9]-[11]. Regulatory uncertainty is also a major concern, as
many developing countries still lack clear laws to address cryptocurrency. In addition, cases of fraud and
hacking related to cryptocurrency often make headlines, with losses exceeding $14 billion in 2021[12]-[14].

Despite the extensive research conducted on cryptocurrency, there are still research gaps that need
to be addressed. First, very little research has been done on the behavioral psychology of crypto investments,
particularly how emotions and risk perceptions shape investor decisions[15]-[18]. Second, further research is
needed to identify and develop effective risk management strategies for investors dealing with high market
volatility and security risks[13], [14], [19], [20]. Third, the impact of institutional investment on the
cryptocurrency market also requires further investigation[21]-[23].

Current data and trends indicate the prospects and risks associated with investing in cryptocurrency.
A survey reported that 76% of corporate executives consider cryptocurrency an important part of their
business strategy over the next five years[24]-[26]. However, a Pew Research Center survey states that only
16% of adults in the US consider cryptocurrency a safe investment[27], [28]. In Indonesia, around 3% of the
population has made this investment, with growing interest as education and understanding improve.

Considering the potential, risks, and existing research gaps, it is important to conduct further
analysis of cryptocurrency investment. This study aims to examine the factors that influence investment
decisions, identify effective risk management strategies, and investigate the impact of institutional investment
on the cryptocurrency market. The research results are expected to provide deeper understanding and
guidance for investors navigating the complex world of cryptocurrency.

2. RESEARCH METHOD

This study employs a qualitative research approach to explore the complex and multifaceted nature
of cryptocurrency investment behavior. Qualitative methodology was selected because it allows for deep
exploration of investors' subjective experiences, perceptions, and decision-making processes in the
cryptocurrency market context. This approach is particularly appropriate for investigating phenomena that
are relatively new and not yet fully understood, as is the case with cryptocurrency investment [23]. The
research design follows an interpretive paradigm, acknowledging that reality is socially constructed and that
understanding human behavior requires examining the meanings that individuals attribute to their actions and
experiences.

The primary data collection method consists of in-depth, semi-structured interviews with
cryptocurrency investors. This technique was chosen for its flexibility, allowing the researcher to adapt
questions based on participant responses while maintaining focus on the research objectives. Each interview
session lasted between 60 to 90 minutes and was conducted either face-to-face or via secure video
conferencing platforms to accommodate participants' preferences and geographical constraints. All
interviews were audio-recorded with participants' consent and later transcribed verbatim to ensure accuracy
in data analysis.

The interview protocol was developed based on a comprehensive literature review and focused on
three main areas: (1) psychological factors influencing investment decisions, including risk perception,
emotional responses, and cognitive biases; (2) risk management strategies employed by investors; and (3)
perceptions regarding institutional investment in the cryptocurrency market. The protocol included both
open-ended questions to encourage detailed responses and probing questions to clarify and deepen
understanding of participants' experiences. Prior to full implementation, the interview protocol was pilot-
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tested with two cryptocurrency investors who met the inclusion criteria but were not included in the final
sample, allowing for refinement of questions and identification of potential issues.

Participant selection followed a purposive sampling approach, targeting individuals with substantial
experience in cryptocurrency investment. The specific inclusion criteria required participants to have at least
two years of active experience investing in cryptocurrencies, a diverse portfolio including at least three
different cryptocurrencies, and self-reported knowledge of blockchain technology fundamentals. These
criteria ensured that participants possessed sufficient experience and knowledge to provide informed insights
into the research questions. Recruitment occurred through cryptocurrency investment communities,
professional networks, and snowball sampling, where existing participants referred other potential
participants.

The final sample consisted of 8 participants, at which point theoretical saturation was achieved—no
new significant themes or insights emerged from additional interviews. Participants represented diverse
demographic backgrounds, investment approaches, and experience levels (ranging from 2 to 8 years of
cryptocurrency investment experience), enhancing the richness and transferability of the findings. The
sample included 6 male and 2 female investors, with ages ranging from 25 to 52 years, and educational
backgrounds spanning finance, computer science, business, and humanities.

Data analysis followed a thematic analysis approach as described by Braun and Clarke (2006). This
process involved six steps: (1) familiarization with the data through repeated reading of transcripts; (2)
generating initial codes to identify meaningful segments of data; (3) searching for themes by grouping related
codes; (4) reviewing themes for coherence and distinctiveness; (5) defining and naming themes; and (6)
producing the final analysis with compelling extract examples. To enhance analytical rigor, the researcher
employed an iterative process, moving between data, codes, and emerging themes throughout the analysis.

To ensure trustworthiness and credibility of findings, several validation strategies were
implemented. These included member checking, where preliminary findings were shared with selected
participants for feedback; peer debriefing, involving regular discussions with colleagues knowledgeable
about cryptocurrency or qualitative methods; and maintenance of a reflexive journal documenting
methodological decisions and personal reflections throughout the research process. Additionally, the
researcher practiced bracketing by explicitly acknowledging preconceptions about cryptocurrency investment
to minimize their influence on data interpretation.

All participants provided informed consent after receiving detailed information about the study's
purpose, procedures, and how their data would be used. Confidentiality was maintained by using
pseudonyms in all research documents and securely storing data according to institutional guidelines.
Participants were informed of their right to withdraw from the study at any point without consequences, and
were offered the opportunity to review their interview transcripts for accuracy.

3. RESULTS AND DISCUSSION
3.1 Results
This qualitative research involved 8 cryptocurrency investors who met the established criteria. Table
1 presents the demographic characteristics of the participants.
Table 1. Demographic Profile of Research Participants

Characteristic Category Frequency (n=8) Percentage (%)
Gender Male 6 75.0
Female 2 25.0
Age 25-30 years 3 37.5
31-40 years 4 50.0
41-52 years 1 125
Educational Background Finance/Economics 3 37.5
Computer Science/IT 2 25.0
Business/Management 2 25.0
Other 1 125
Investment Experience 2-3 years 3 37.5
4-5 years 4 50.0
6-8 years 1 125
Portfolio Size < $1,000 2 25.0
$1,000 - $5,000 4 50.0
> $5,000 2 25.0

Source: Research Findings, 2025
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The thematic analysis of interview data revealed several key psychological factors that influence
cryptocurrency investment decisions. Table 2 shows the frequency of different psychological factors
mentioned by participants.

Table 2. Psychological Factors Influencing Investment Decisions

Psychological Frequency  Percentage Representative Quote
Factor (n=8) (%)

Fear of Missing 7 87.5 "When Bitcoin reached $50,000, | invested more

Out (FOMO) despite knowing it was risky. | couldn't bear the
thought of missing out on potential profits."

Risk Perception 8 100.0 "I'm fully aware cryptocurrency is high-risk, but |
believe the potential returns justify the volatility."

Confirmation Bias 6 75.0 "l tend to follow Reddit communities and Twitter

accounts that support my existing views on crypto. |
realize | might be filtering contradictory information."

Overconfidence 5 62.5 "After making high returns in 2021, 1 felt | had
mastered the market. That overconfidence led to
significant losses when the market crashed."

Regret Aversion 5 62.5 "I held onto falling assets longer than | should have
because I couldn't accept the loss. | kept hoping they
would recover."

Herd Mentality 7 87.5 "When | see people around me making money on a
particular token, it's difficult not to follow suit, even
when | haven't done my own research."

Source: Research Findings, 2025
Participants employed various risk management strategies with different levels of structure and
sophistication. Table 3 details the risk management approaches identified through the research.

Table 3. Risk Management Strategies Employed by Investors

Risk Management Frequency  Percentage Level of Representative Quote
Strategy (n=8) (%) Structure
Portfolio 7 87.5 High "I never allocate more than 15% of
Diversification my portfolio to any single

cryptocurrency, regardless of how
promising it seems."

Dollar-Cost 6 75.0 High "l invest a fixed amount every month,

Averaging (DCA) regardless of price. This has helped
me avoid the stress of trying to time
the market."

Stop-Loss Orders 4 50.0 Medium "l set automated stop-losses at 20%

below purchase price for all my
crypto holdings to limit potential
downside."

Technical Analysis 3 375 Medium "l use moving averages and RSI
indicators to inform my entry and exit
points in the market."

Fundamental 3 37.5 Medium "| evaluate tokenomics, team

Analysis credentials, and real-world use cases
before investing in any project."

Informal/Intuition- 5 62.5 Low "l follow my gut feeling and advice

Based from crypto communities. It's worked
well enough for me so far."

Cold Storage 6 75.0 High "l keep 70% of my holdings in

Security hardware wallets disconnected from
the internet to protect against
hacking."

Regular Profit 5 62.5 Medium "I withdraw 50% of my profits when

Taking an asset doubles in value to secure

gains while maintaining exposure."

Source: Research Findings, 2025
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Participants shared varied perspectives on how institutional investors affect the cryptocurrency
market. Table 4 summarizes these perceptions.

Table 4. Perceived Impact of Institutional Investment

Impact Positive/Negative  Frequency  Percentage Representative Quote
Category (n=8) (%)

Market Positive 8 100.0 "When companies like Tesla and

Legitimacy MicroStrategy began investing in
Bitcoin, it validated my belief in
cryptocurrency's long-term potential.”

Market Positive 6 75.0 "Institutional investors typically have

Stability longer holding periods, which has
reduced day-to-day volatility."

Traditional Negative 5 62.5 "Since institutional investors entered,

Market crypto now follows stock market

Correlation patterns more closely, reducing its
appeal as a hedge against traditional
finance."

Price Negative 5 62.5 "Large institutions can move the

Manipulation market at will. This makes it harder
for individual investors like me to
predict price movements."

Accessibility Positive 4 50.0 "The entry of institutional players has
led to better exchanges, more reliable
platforms, and improved user
experience."

Regulatory Mixed 7 87.5 "Institutional involvement has

Development

accelerated regulatory clarity, which
is good long-term but has created
short-term uncertainty."”

Source: Research Findings, 2025
The research identified significant educational gaps and needs among cryptocurrency investors.
Table 5 outlines these findings.

Table 5. Educational Gaps and Needs Among Cryptocurrency Investors

Educational Need Importance Current Knowledge Representative Quote
Rating (1-5)* Knowledge Gap
Level (1-5)*

Blockchain 4.6 3.1 1.5 "Most investors | know can't

Technology explain how blockchain works

Fundamentals beyond the basics, yet they're
investing significant amounts."

Tokenomics 4.4 2.7 1.7 "Understanding supply
mechanisms, distribution, and
economic models is crucial but
often overlooked by new
investors."

Security Practices 4.8 3.3 1.5 "Many still keep their assets on
exchanges without understanding
the risks or implementing proper
security measures."

Risk Assessment 4.7 24 2.3 "There's a widespread inability to
properly evaluate risk-reward
ratios in crypto investments
compared to traditional assets."

Regulatory 4.2 2.0 2.2 "Most investors don't understand

Knowledge the tax implications of their crypto
transactions until they face
unexpected tax bills."

Market Cycle 4.5 2.6 1.9 "Few recognize the cyclical nature
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Analysis of crypto markets or know how to
adjust their strategies
accordingly."

*Rating scale: 1 = Very Low, 5 = Very High (Average ratings from participant responses)
Source: Research Findings, 2025
3.2 Discussion
1. Psychological Factors Play a Crucial Role in Cryptocurrency Investment Decisions

The research results show that psychological factors significantly influence investment decision-
making in the cryptocurrency market. As shown in Table 2, Fear of Missing Out (FOMO) affects 87.5% of
participants (7 out of 8), making it a dominant factor driving many investors to enter positions without
adequate analysis. This finding aligns with Kahneman and Tversky's Prospect Theory, which explains how
emotions can override rational decision-making in uncertain conditions. The cryptocurrency market,
characterized by extreme volatility and rapid price movements, creates an environment where emotional
responses are amplified.

Risk perception analysis revealed an interesting paradox among participants. While all participants
(100%) acknowledged the high-risk nature of cryptocurrency investments, many demonstrated a
disconnection between perceived risk and risk management behavior. For instance, only 50% regularly used
stop-loss orders, suggesting that cognitive understanding of risk does not always translate to practical risk
management implementation. This disconnect can be explained through cognitive dissonance theory, where
investors reconcile contradictory beliefs by rationalizing their decisions despite recognizing the risks
involved.

Confirmation bias emerged as another significant factor, affecting 75% of participants (6 out of 8).
The digital ecosystem surrounding cryptocurrency, with its numerous online communities and social media
channels, creates echo chambers that reinforce existing beliefs. This tendency to seek information that
confirms pre-existing views while discounting contradictory evidence leads to imbalanced investment
decisions and potential blind spots in risk assessment. The high prevalence of confirmation bias is
particularly concerning because it can lead to investment bubbles when reinforced across investor
communities.

Overconfidence bias was observed in 62.5% of participants (5 out of 8), often following periods of
market gains. This psychological bias leads investors to overestimate their knowledge and ability to predict
market movements after experiencing success, which they frequently attribute to skill rather than market
conditions or luck. The consequences of overconfidence were especially evident among those who
experienced significant losses during market downturns after periods of success.

The research also identified that 87.5% of participants (7 out of 8) exhibited herd mentality,
following investment trends based on social consensus rather than independent analysis. This finding
supports the Social Proof Theory proposed by Cialdini, which suggests that individuals look to others for
guidance on behavior in uncertain situations. The cryptocurrency market, with its complex technology and
uncertain fundamentals, creates an environment where social proof becomes a dominant decision-making
heuristic.

These psychological factors collectively create a complex decision-making landscape that often
leads to suboptimal investment outcomes. The findings suggest that cryptocurrency investors would benefit
from greater awareness of these psychological biases and the development of structured approaches to
mitigate their negative effects.

2. Risk Management Strategies Vary Among Investors

Analysis of risk management practices revealed significant variation in approaches, with different
levels of structure and sophistication. Portfolio diversification was the most widely adopted strategy,
implemented by 87.5% of participants (7 out of 8). However, the research identified considerable differences
in how diversification was applied. Some participants maintained highly diversified portfolios across various
cryptocurrency categories (store of value, utility tokens, DeFi, etc.), while others focused primarily on major
cryptocurrencies like Bitcoin and Ethereum, considering this a form of diversification compared to holding
just one cryptocurrency.

Dollar-cost averaging (DCA) was employed by 75% of participants (6 out of 8) as a method to
mitigate market timing risk and reduce the impact of volatility. This strategy was particularly popular among
investors who experienced previous losses from attempting to time market entries and exits. The
psychological benefit of DCA was frequently mentioned, with participants noting reduced stress and
emotional decision-making when following a predetermined investment schedule regardless of market
conditions.
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One concerning finding was that 62.5% of participants (5 out of 8) relied on informal or intuition-
based approaches to risk management. These investors typically lacked structured methodologies and instead
depended on community sentiment, personal intuition, or general market enthusiasm to guide their decisions.
This approach correlated strongly with higher reported losses during market downturns and greater emotional
distress during high-volatility periods.

The data in Table 3 demonstrates that more sophisticated risk management strategies, such as
technical analysis (37.5%) and fundamental analysis (37.5%), were employed by fewer than half of the
participants. This suggests a significant knowledge gap in formal investment analysis methods within the
cryptocurrency investor community. Participants who employed these more structured approaches reported
greater confidence in their decisions and less reactivity to short-term market movements.

Security-focused risk management through cold storage solutions was practiced by 75% of
participants (6 out of 8), indicating a high awareness of custodial risks despite gaps in other risk management
areas. This suggests that specific, widely publicized risks (such as exchange hacks) receive more attention
than systematic investment risks, possibly due to their higher visibility in cryptocurrency media.

Another notable finding was the implementation of regular profit-taking strategies by 62.5% of
participants (5 out of 8). These investors established rules for realizing gains, such as withdrawing initial
investments once a certain percentage return was achieved or periodically converting a portion of
cryptocurrency holdings to fiat currency. This approach helped mitigate the tendency to remain overly
committed during market downturns due to unrealized gains from previous periods.

The variability in risk management approaches highlights the need for educational initiatives
focused on structured risk assessment and management techniques specifically tailored to the cryptocurrency
market's unique characteristics.

3. Institutional Investment Impacts the Cryptocurrency Market

The research revealed complex perceptions regarding institutional investment in the cryptocurrency
space. As shown in Table 4, market legitimacy was the most widely recognized positive impact, with 100%
of participants (all 8) believing that institutional involvement validated cryptocurrency as an asset class.
Many participants referenced specific institutional adoption events, such as MicroStrategy's Bitcoin treasury
strategy or Tesla's Bitcoin purchase, as watershed moments that strengthened their confidence in
cryptocurrency's long-term viability.

Improved market stability was acknowledged by 75% of participants (6 out of 8) as another positive
outcome of institutional involvement. Participants noted reduced day-to-day volatility in major
cryptocurrencies like Bitcoin and Ethereum following increased institutional participation. This stability was
attributed to institutional investors' typically longer investment horizons and strategic approach to position
building, which contrasts with the more speculative behavior often observed among retail investors.

However, 62.5% of participants (5 out of 8) identified increased correlation with traditional
financial markets as a negative consequence of institutional investment. Many early cryptocurrency investors
were attracted by the asset class's perceived independence from conventional financial systems. The
strengthening correlation between cryptocurrency and traditional markets, particularly during the 2022
market downturn, reduced this diversification benefit. Several participants expressed disappointment that
cryptocurrency was increasingly "behaving like tech stocks" during periods of market stress.

Concerns about price manipulation were raised by 62.5% of participants (5 out of 8), who believed
large institutional investors could influence market movements to their advantage. This perception was
especially strong among participants with smaller portfolios, who felt disadvantaged by their inability to
access the same information or trading capabilities as institutional players. Some participants pointed to
unusual market movements preceding major news announcements as evidence of potential information
asymmetry favoring institutional investors.

The development of regulatory frameworks was viewed with mixed sentiment. While 87.5% of
participants (7 out of 8) recognized the need for regulatory clarity for long-term market health, many
expressed concerns about how regulations might be implemented and whether they would favor institutional
players at the expense of individual investors. This ambivalence reflects the cryptocurrency community's
complex relationship with regulation — acknowledging its necessity while remaining cautious about potential
overreach.

These findings suggest that while institutional involvement has brought credibility and stability to
the cryptocurrency market, it has also fundamentally altered its characteristics in ways that challenge some of
the original value propositions that attracted early adopters.

4. Financial Education and Literacy are Key to Navigating the Cryptocurrency Market
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The research identified significant educational gaps among cryptocurrency investors, as detailed in
Table 5. The largest knowledge deficit was in risk assessment, with a gap of 2.3 points between perceived
importance (4.7/5) and current knowledge levels (2.4/5). This finding explains the prevalence of unstructured
risk management approaches identified earlier and highlights a critical area for educational intervention.

Regulatory knowledge represented the second-largest knowledge gap (2.2 points), with most
participants acknowledging limited understanding of tax obligations, compliance requirements, and legal
considerations related to cryptocurrency investment. This gap is particularly concerning given the evolving
regulatory landscape and the potential financial and legal consequences of non-compliance.

Market cycle analysis showed a knowledge gap of 1.9 points, with participants recognizing the
importance of understanding cyclical patterns (4.5/5) but reporting limited ability to identify and respond to
different market phases (2.6/5). This deficit contributes to emotional decision-making during extreme market
conditions and hinders the development of counter-cyclical investment strategies that could improve long-
term performance.

Tokenomics knowledge showed a gap of 1.7 points, with many participants investing in projects
without thoroughly understanding the economic models underlying different cryptocurrencies. This gap is
significant because tokenomics fundamentally determines a cryptocurrency's value proposition, inflation rate,
and long-term sustainability.

Both blockchain technology fundamentals and security practices showed knowledge gaps of 1.5
points. While these were the smallest gaps identified, they remain significant given their foundational
importance to cryptocurrency investment. The research found that many investors had superficial
understanding of blockchain technology despite its centrality to the assets they were purchasing, and security
knowledge often consisted of following prescriptive advice without comprehending the underlying
principles.

The educational needs identified through this research suggest that comprehensive educational
initiatives are required to address these knowledge gaps. Such initiatives should focus not only on technical
aspects of cryptocurrency but also on investment principles, risk management, and regulatory compliance.
The findings indicate that improved financial literacy would lead to more structured investment approaches,
better risk management, and potentially improved outcomes for cryptocurrency investors.

4. CONCLUSION

This study reveals that cryptocurrency investment is heavily influenced by psychological factors, with
FOMO and herd mentality dominating investors' decision-making processes. Although all participants
acknowledged the high risks of crypto investments, there is a clear gap between risk awareness and the
implementation of adequate risk management strategies. Portfolio diversification and dollar-cost averaging
are the most commonly applied strategies, yet many investors still rely on informal, intuition-based
approaches to manage risk. Institutional investor involvement has enhanced the legitimacy and stability of
the crypto market but has also raised concerns about correlation with traditional financial markets and
potential price manipulation. A significant educational gap has been identified, particularly in risk assessment
and regulatory understanding, highlighting the importance of comprehensive educational initiatives. Investors
who implement structured risk management strategies and possess a deep understanding of blockchain
technology report more positive investment experiences and greater resilience during market volatility.
Future research should adopt a longitudinal approach to understand the evolution of investor behavior across
different market cycles and develop a specialized risk management framework for digital assets.
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